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NOTICE TO SUBSCRIBERS 


Kindly notify this office immediately of any 
change of address or room number to insure prompt 


delivery of your copy of “Best’s Insurance News.” 


ALFRED M. BEST COMPANY, INC., 
75 Fulton Street, 
NEW YORK, N. Y. 





THE PRINTERS’ STRIKE 


The printers’ strike is still pending. 

We would again remind our subscribers that we 
are equipped to meet and comply with all reasonable 
requests for information regarding life insurance 


institutions operating in the United States and 
Canada. 








EDITORIAL SECTION 











LIFE INSURANCE GAINS 
1920—RESULTS 


In the September, 1920, issue of “Best’s Insur- 
ance News” (Life Edition) we reported that the 
total amount of life insurance in force on Decem- 
ber 31, 1919 (issued by all legal reserve companies 
of the United States) was $36,093,677.983. This 
amount, while carefully ascertained, was not exact 
because we could not obtain from a few companies 
complete figures. _However, the changes necessary 
to make it exact are practically negligible. 

The total amount in force on December 31, 1920, 
was $44,780,097,467, with no data upofi the follow- 
ing six companies: 
American Life... 


American Mutual 
Insular Life 


Mississippi Life 
Security Life 
Union Life Virginia 

It is apparent that complete figures from these 
companies would not affect to any appreciable ex- 
tent the above total. 

The business, including both “group” and “ ydus- 
trial,” is itemized as follows: 


South Carolina 


Kansas 
Philippine Islands 
Tennessee 


(Continued on next page) 
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LIFE INSURANCE GAINS—Continued 


% of In- 


* Amount in Force Dec, 31. 
Companies. crease. 


1919, 1920. 
Operating in New 
York *$29,703,044,516 $34,791,972,865 17.13% 


Not Operating in : 
6,381,594,376 9,988,124,602 56.51% 


New York 
". .*$36,084,638,892 $44,780,097,467 24.09% 


* Revised figures are $9,039,091 less than those reported 
in “Best’s Insurance News” (Life Edition) September 1, 1920. 


In noting the above increases in the amount in 
force it should be remembered that the bulk of the 
“group” and “industrial” insurance written is by 
the companies operating in the State of New York, 
which makes the gain of the companies not operat- 
ing in said State all the more remarkable. 

The details of the business written during 1920 
and in force at the close of the year cannot be as 
definitely*stated for the reason that all companies 
were not specific in responding to our inquiries. 





The total insurance written during the past year 
by companies (legal reserve) organized under the 
laws of the states and territories of this country 
amounted to the enormous sum of $11,360,336,334 
with no data from the companies specified as well 
as from one other company which reported business 
in force only. 


Our classification, therefore, is as follows: 


Written During 1920 
Ordinary | 
Industrial 


$8,940,368,952 
1,620,273,583 
796,905,690 





$11,360,336,334 
In Force December 31, 1920 
$35,924,380,221 
7,201,272,618 
1,636,936, 186 
17,508,442 


Ordinary 
Industrial 





$44,780,097 467 


These totals include business reinsured in purely 
reinsuring companies and reirsured in direct writ- 
ing companies, and are of sufficient magnitude to 
cause almost any one to realize the immense im- 
portance of the business. 


The management of the companies that reflect 
more perfectly the ideal, realize that life insurance 
stands in a class by itself and that the paramount 
requisite is business honor far above a strict com- 
pliance in a legal sense with the statutes governing 
life insurance practices. 





Likewise, too, that the conservation of business 
already written is an important essential. 


Agents of companies in some practical way 
should be encouraged to keep all business, that has 
been legitimately written, in force even at the loss 
of added volume. 


Life Insurance and Service to Policyholders are 
now almost synonymous terms. 


CHAMBER OF COMMERCE OF THE UNITED 
STATES ANNOUNCES GROUP LIFE FIGURES 
FOR 1920. 


Washington, May 19.—The Insurance Department of the 
Chamber of Commerce of the United States has just com- 
pleted compilation of figures on Group Life Insurance writ- 
ten by 25 companies, of which 23 represent 99.9 per cent 
of the total reported as of December 31, 1920, as follows: 
Group Life Ins. in force on Dec. 31, 1920....$1,634,067,472 
Annual Premiums in force on Dec. 31, 1920.. $17,798,124 
Number of Policies in force on Dec. 31, 1920.. 6,227 
Number of Lives Covered on Dec. 31, 1920.. 1,697,031 


Total number of claims paid from the time companies 
concerned began writing this class of business to Dec. 31, 
1920, 27,937. 

Total amount of claims paid for above period, $26,015,208. 

Five companies did not report information requested 
under one or more of the following heads: annual premium, 
number of policies, number of claims. These figures were 
approximated in such manner as not to disturb the ratios 
indicated by the remaining items. 


Of course, no direct comparison can be made between 
Annual Premium in force on December 31, 1920, and claims 
paid to that date, the latter figure including those paid in 
previous years. ‘However, as might be expected, a close 
agreement is shown between the average in force, $963 per 
insured life, and the average claim paid, $931. It is im- 
possible to allocate this difference of $32 accurately among 
several possible causes but the most, probable explanations 
are: 


Ist. A gratifying use of schedules providing rewards for 
increasing length of service, with a consequent gradual in- 
crease in the average payment, such increase serving as a 
rough indication of decreasing labor turnover. 


2nd. An equally gratifying willingness on the part of 
the intelligent employer to insure increasing amounts with 
a view to reducing the direct and indirect expense of oper- 
ating his employment department by furnishing a substan- 
tial incentive for continuity of service. 





A FRATERNAL CONTRETEMPS 


An official document issued not long since de- 
scribing the “Nature and Purpose” of a well known 
Fraternal Beneficiary Society contains the follow- 
ing: 


““* * * And to provide death, disability, sick, ac- 


cident and funeral benefits to those physically quali 
fied, * @ @)) 
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ACTUARIAL SOCIETY OF AMERICA 


Holds Its Annual Meeting 
The annual meeting of this Society was held at the Hotel 


Astor, New York, on May 19 and 20 


At the opening of the meeting the President made the 
announcement that the’ biennial prize of the Society, 
awarded for the best paper written by an Associate, or by 
a Fellow who had been an Associate within two years 
prior to the presentation of the paper, had awarded to Mr. 
Valentine Howell, Associate Actuary of the Guardian Life, 
for his paper entitled “Two Graduations of the American- 
Canadian Mortality Experience” read at the May, 1920, 
meeting of the Society. 

The Officers of the Society were all re-elected as fol- 
low: William A. Hutcheson, President; Robert Hender- 
son, Vice-President; Edward E. Rhodes, Vice-President; 
Wendell M. Strong, Secretary; David G. Alsop, Treasurer; 
John S. Thompson, Editor of the Transactions. 

Mr. M. Albert Linton, Vice-President and Associate 
Actuary of the Provident Life & Trust Company, Mr. 
James D. Craig, Assistant Actuary of the Metropolitan Life 
Insurance Company, and Mr. John M. Laird, Actuary of 
the Connecticut General Life Insurance Company, were 
elected: members of the Council to take the places of 
Messrs. J. Burnett Gibb, Frederick H. Johnston and Alex. 
T. Maclean, whose terms expired this year and who were 
not eligible for re-election. 

The Presidential Address was delivered by the President, 
Mr. William A. Hutcheson, at the opening of the meeting 
and wads taken up entirely with technical matters relating 
to the Society. 

Many interesting papers were read which brought forth 
illuminating discussions. Space does not allow the pub- 
lication of the papers in full. The following digests will 
be of interest to life insurance men (as an index reference) 
who are seeking to keep abreast of the times: 


Grcup Mortality Investigation 


E. Cammack, Associate Actuary, Aetna Life 
Insurance Company 

This paper gives the result of the investigation of the 
combined experience on Group Insurance of the Aetna, 
Connecticut General, Metropolitan, Prudential, Sun Life of 
Canada and Travelers for the calendar years 1913 to 1920, 
inclusive. 

Since the whole sum was payable in case*of disability 
before reaching age 60, disability counted the same as death. 
The expected deaths were calculated by the new American 
Men Ultimate Table and this was used as the standard 
by which to measure the mortality experience. 

The experience was divided into a number of classes by 
occupation and also was divided between cases where the 
employer paid the entire premium and cases where part 
of the premium at least was paid by the employees. 

Among the occupations, in cases where the employer 
paid the whole of the premium and where the numbers 
were large, are: Iron, steel and other metal industries which 
showed a mortality of 112. per cent; metal products which 
showed a mortality of 90.6 per cent of expected; lumber 
and furniture, mortality of 78 per cent of expected; textile 
industries, mortality of 87 per cent of expected; clerical 
and professional, mortality of 81 per cent of expected. The 
average mortality for the total of industries was 92.1 per 
cent. 

The number, in the cases where part of the premiums 
were paid by the employees, was’ much «smaller, but the 
average mortality was higher, being 121 per cent. 

The paper makes analyses of results obtained in a num- 
ber of different ways. ; 


By E. 


Causes of Total and Permanent Disability 


By John §S. Thompson, Assistant Actuary, Mutual Life 
Insurance Company of New York 

The experience of the Mutual Life from January, 1913, 

when it began to issue policies with Total and Permanent 

Disability Benefits, until December 31, 1920, is here pre- 


sented. The number of lives disabled was 202, distributed 
by causes, as follows: 





Causes of Disability. 
Tuberculosis 
Insanity 
Paralysis 
Rheumatism 
Accident 
Cancer 
Heart disease 
Blindness 
Miscellaneous 


The death rate in the first year (i.e., the year following 
the first waiver of premium) was observed to be high, 
namely, about 40 per cent where tuberculosis was the 
cause of disability, and 20 per cent where insanity was the 
cause and 30 per cent for the whole group. 

A rough analysis was made of the premium charged 
which indicated that the cost of the disabilities from tuber- 
culosis was about 25 per cent of the total cost at the low 
ages at entry, gradually decreasing with increase in the 
age at entry and that the cost of the chance of disability 
from insanity was about 35 per cent of the total cost at all 
ages at entry. 


Life Insurance Without Medical Examination 


By D. E. Kilgour, Actuary, North American Life Assur- 
ance Company, Toronto, Canada 

In the very early days of life insurance no medical ex- 
amination was required, yet today there are few proposi- 
tions which to the average insurance man would seem so 
fundamentally heretical as that life insurance could be satis- 
factorily conducted without the aid of medical examina- 
tions as a condition of insurance. Some English and Scot- 
tish offices have, in last twenty or thirty years, written 
insurance without the medical examination, and while they 
have published no experience, the reports indicate that the 
business has been satisfactory. The provision on the 
contract in some cases differs from the contracts where 
medical examination is secured by giving only a part of 
benefits if death occurs within the first few years. In 
Canada, four companies have inaugurated the system of 
insurance without medical examination for amounts up to 
$1,000. In the application blank for this sort of insurance, 
a fairly complete family and personal history is required 
and an attempt is made to establish other safeguards 
against taking persons medically unfit for insurance. 

The great advantage is in saving the cost of medical 
examinations, which is a very considerable item in small 
policies. Mr. Kilgour finds a number of counter-balancing 
disadvantages which he summarizes, among them are: 

(1) That in so far as fraudulent selection is concerned 
the medical examination is extremely valuable if not indis- 
pensable. In smaller amounts this factor is of less import- 
ance. Nevertheless, if the medical examination should be 
waived, fraud would increase both in respect to small and 
large amounts. 

(2) The medical examiner alone is able to detect the 
presence of a large class of impairments affecting longevity. 

(3) While from the standpoint of moral hazard it is safer 
to restrict “non-medical” business to smaller amounts, as 
regards physical impairments, the medical examination is 
as important for small as well as large amounts. 


Life Insurance Without Medical Examination. Savings In 
Expense Compared With Expected Extra Mortality 


By Arthur Hunter, Chief Actuary, New York Life 
Insurance Company 

Mr. Kilgour, in his paper, has treated the question of 
life insurance without médical examination generally. Mr. 
Hunter has considered it almost entirely from the stand- 
point of offsetting savings in expenses against higher mor- 
tality. He shows that taking the cost of medical examina- 
tion as $5 per $1,000 a very great increase in mortality 
in the early years could be paid for with the same. For 
instance, if the policy is taken at age 30 for $1,000, the 
saving would be sufficient to pay for extra mortality at 87% 
per cent. in the first year, 32% per cent in the second year, 
20 per cent. in the third year, 12% per cent in the fourth 
year and 2% per cent in the fifth year, it being assumed 

(Continued on next page) 
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ACTUARIAL SOCIETY OF AMERICA.—(Continued) 


that after the fifth year, the difference between lives selected 
with and without medical examination is no longer con- 
tinued. The calculation is made on the basis of the new 
American Men “Select” Table assuming 3 per cent inter- 
est. The results would not be greatly different at the 
different ages, it being assumed that policies would not be 
issued without medical examination except for ages from 
twenty to forty. 


Industrial Life Insurance 
By John D. Buchanan, Actuary, London Life Insurance 
Company 

The distinguishing features of this kind of insurance 
are: 

1. Premiums are payable weekly. 

2. Premiums are collected in the home. 

3. The amount of insurance is the variant, the premium 
being of even amount. 

4. Protection for all members of the family is aimed at. 

Industrial insurance, as distinguished from burial insur- 
ance, which was earlier, began in England about 1860, and 
shortly after this the great Prudential Assurance Com- 
pany of London was founded. In the United States, the 
three great industrial companies commenced industrial busi- 
ness in the years 1875-79. In the early years the companies 
had great difficulties to contend with in high expenses, high 
mortality and the necessity of winning public confidence. 

From its character this kind of insurance flourishes in 
centers of industry and meets difficulty in agricultural dis- 
tricts because of the necessity of house-to-house collection. 

The expense element is necessarily larger than in ordinary 
insurance because of the great amount of work necessary 
in the collection of premiums and in keeping office records. 

The paper gives a comprehensive skeleton view of the 
subject in a form to serve as an introduction to a more 
detailed study. 


‘ 


Swedish Mortality Investigation 
By J. B. Maclean, Assistant Actuary, Mutual Life Insur- 
ance Company of New York 

This paper is a review of a recently published account 
of an investigation made by the Association of Directoxs of 
Swedish Life Insurance Companies into the subject of 
extra mortality arising from various classes of impair- 
ments on account of either personal history or of family 
history, and particularly regarding tuberculosis. The in- 
vestigation comprised the experience of sixteen companies 
during twenty-three years, the number of deaths reported 
being about thirty thousand, so that the figures, therefore, 
are of sufficient extent to yield results of considerable relia- 
bility. In the paper some comparisons are made of certain 
of the impairment groups with corresponding groups in the 
Medico-Actuarial Investigation, although ditterence in clas- 
sification and treatment render comparisons difficult. 

The methods used in obtaining the results are described 
in some detail. These are novel and are of considerable 
interest from an actuarial point of view. 





Value of Business Reinsured in Bulk 
By Adolph A. Rydgren, Actuary, Cleveland Life Insurance 
Company 
Mr. Rydgren’s paper is one which will be particularly 
welcome to many actuaries as it deals with a subject re- 
garding which practically no information has been available 
except to those who have had actual experience with it. 


As the author points out, 0. account of the large number : 


of young companies which ultimately find it necessary to 
reinsure their business, the subject of the term of such re- 
insurance is of considerable importance. His paper deals 
with the method of determining the amount which the 
purchasing company can afford to pay for such business, 
excluding, however, non-calculable considerations such as 
the value of the agency force, increase in prestige due to 
increased size, and so forth. 

An interesting preliminary is the presentation of a num- 
ber of tables showing that the rate of termination (from 
all causes) is usually excessive for a few years following 





June 1, 
reinsurance and thus indicating the importance of recogniz. 
ing this as a factor in the estimation of future profits. The 
main part of the paper deals with the estimation of future 
profits from non-participating business. Such profits arise 
from favorable mortality, interest earned over reserve re. 
quirements, saving in expense and from lapses and_ sur. 
renders. Methods of approximating each of those for a 
large group of policies are given and also tables of the dis. 
counted value of future profits for periods of five, seven and 
ten years based on certain assumptions as to existing condi. 
tions and future experience as well as tables showing the 
effect of variations on these assumptions. 

The methods to be used in dealing with participating 
business (both annual and deferred) are briefly referred to, 

The concluding paragraphs of this paper are: 


Deferred Dividend Policies 

“If there be any deferred dividend policies among the 
business to be reinsured, all profits which may have ac- 
cumulated under such policies should be transferred to the 
reinsuring company, whether or not the original company 
had been setting them up as a liability. If in the determi: 
nation of those accumulated profits the full first year ex 
pense had been charged against the first premium and only 
the true renewal expense was being charged against re- 
newal premiums, then the reinsuring company cannot hope 
to fairly realize any profit from the business. If the accu- 
mulated profit under deferred dividend policies was de- 
termined by accumulating the corresponding annual divi- 
dends, then there would be a margin of profit to the re- 
insuring company to the same extent as under annual divi- 
dend policies. Deferred dividend business is, however, 
peculiarly subject to dissatisfaction on the part of the 
policyholders and even to litigation-a fact that should be 
taken into consideration by a company conteinplating the 
reinsurance of such business. I therefore doubt whether 
a company is ever warranted in paying for the acquisition 
of deferred dividend business reinsured in bulk 

Conclusion 

“It has been demonstrated that reinsured business 
usually yields the reinsuring company a profit, which, to- 
gether with the value of the agency force that may be ac- 
quired, enables the reinsuring company to pay a price for 
the acquisition of the business. It has been demonstrated 
that the profit yielded by reinsured business varies con- 
siderably with the plan of insurance and with the dura- 
tion of the policies; and that the profit, moreover, varies 
with the mortality experienced after reinsurance, with the 
rate of interest earned on the funds of the reinsured busi- 
ness, with the termination rate after reinsurance, with the 
loading in the premiums, with the renewal commission 
charge to which the business is subject, with the expense 
of handling the business, and with the surrender charze 
upon lapse or surrender. All these things must be prop- 
erly considered in estimating the profit that will likely be 
derived from a group of reinsured business, upon which 
depends the price the reinsuring company can afford to 
pay for it. 

On page — it is shown that under ordinary life policies 
five years in force on the date of reinsurance, the present 
value of seven years’ profits is more than doubled by as- 
suming a mortality of 100 per cent of that expected accord- 
ing to the American Men Select Table of Mortality instead 
of 110 per cent interest at 5% per cent instead of 5 per cent, 
and continuous renewal commissions of 3 per cent instead 
of nine renewal commissions of 5 per cent. Such a varia- 
tion in profit caused by so slight a variation in mortality, 
interest and renewal cOmmission resumptions is truly as- 
tonishing. It demonstrates most forcibly the value, if not 
the necessity, of making an exhaustive study of the group 
of business under consideration before fixing upon the price 
to be paid for it.” 





On Some of the Problems of the Smaller Life Insurance 
ompanies 

By William R. Halliday, Insurance Exchange, Chicago, III. 

The object of this paper is to set before the readers some 
of the problems which must be met by a small new com- 
pany (for instance, one starting with $100,000 capital and 
the same amount of surplus), and which are not present 
with a larger older company. 
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The selection of its officers is limited by the fact that it 
can pay only small salaries. It also meets the question of 
expense in commissions and agency costs. The setting up 
of the reserve required by law, which is therefore a liability, 
is always a drain on its assets and it is important that it 
have the aid of some form of preliminary term valuation. 

The amount of new business it can afford to write is 
limited both by expense and the reserve which must be set 
up. The maximum size of policy which is carried without 
reinsurance must be so limited that a few deaths more than 
the expected among those carrying the maximum amounts 
would not be serious. 

These are among the problems mentioned or discussed. 


Dinner 


The President, Mr. William A. Hutcheson, acted as toast- 
master and the first two of the speakers were the President 
of the American Institute of Actuaries, Mr. George Gra- 
ham, and the President of the Casualty Actuarial Society, 
Mr. A. H. Mowbray, both of whom are also members of 
the Actuarial Society of America. 

The toastmaster in introducing these speakers, and with 
particular reference to their representing the younger ac- 
tuarial societies of America, gave some very interesting in- 
cidents in connection with the early history of the Insti- 
tute of Actuaries of Great Britain, the Society to which 
all other actuarial societies of the English-speaking world 
look to as the parent Society. In 1848 a meeting was called 
in London to consider the formation of a Managers’ Asso- 
ciation to aid in establishing uniformity in dealing with 
points of practice. The result of this, however, was, instead 
of the formation of a Managers Association, the formation 
of two actuarial bodies, of which one was the Institute of 
Actuaries, and with which later on the other body amal- 
gamated. Later, the fact of the distance between London 
and Edinburgh and the fact that the meetings, examina- 
tions and library of the Institute were in London, made it 
dificult for the Scotch members to get full advantage from 
the Institute, and emphasized the need of a Society in 
Scotland, which led to the formation of the Faculty of 
Actuaries of Scotland. An interesting difference between 
the new world and the old was brought out in the fact 
that the Faculty did not originally have meetings at which 
papers were read and discussed because the founders 
thought that the discussions would be monopolized by the 
older members, while until recently Associates of the Ac- 
tuarial Society of America were not permitted to read or 
discuss papers for the reason, as given in conversation by 
one of the founders of the Society, that it was felt that if 
the Associates were allowed to discuss papers the older 
members would not “get a word in edgeways.” Times, 
however, have changed. The Faculty now has papers read 
at its meetings and the Actuarial Society of America now 
not only permits but encourages the Associates to present 
and discuss papers. 

Mr. Hutcheson read an extremely interesting letter re- 
ceived from Mr. C. D. Higham, former President of the 
Institute of Actuaries of Great Britain, and a Fellow of 
the Actuarial Society of America, who became a Fellow 
of the Institute 47 years ago. Mr. Higham mentioned some 
interesting incidents of older times in life insurance. One 
showed the government “red tape” was not a monopoly 
of this side of the Atlantic. A government annuity on the 
life of a certain man was payable to his company so long 
as the annuitant lived. One year the company failed to 
make claim to the payment due in March but did make 
claim to the payment due the following September and 
filed the necessary proof that the annuitant was living in 
September. The government, however, refused to pay the 
March payment until proof was also filed that he was alive 
the previous March. 


In the early days “The Royal Exchange” secured prompt 
attendance for its daily committee of the three directors 
constituting it by having three guineas put on the mantel- 
piece, which went to the one, or two, or three directors who 
were there at the time the clock struck the hour for the 
meeting, 3 

Besides Mr. Graham and Mr. Mowbray, the speakers at 
the dinner were Mr. M. A. Linton, Mr. Walter I. King, 
Mr. S. C. Kattell, and Mr. Ray D. Murphy. 


DEPARTMENT OF INSURANCE, STATE OF 
TENNESSEE : 


Correction Notice 


Bests Insurance News, Life Edition, May 2, 1921, page 
178, contained the following: 


’ Inheritance Tax 

‘¢ Whereas, The National Convention of Insurance Commis- 
sioners, at the annual meeting in California in September, 1920, 
recommended the passage of the following resolutions: 
** «Resolved, That the insurance commissioners in their 
several states be requested to rule that no notes be taken in 
payment of life insurance premiums, or any part thereof, 
unless they bear the legal rate of interest, and that such 
ruling be made known in every state wherever necessary.’ 
‘* Believing that the above resolution is right and proper for 
the best interests of the business, I shall therefore rule as 
above indicated, and hereafter all notes taken in payment of 
life insurance premiums must bear six per cent interest. Please 
take notice and be governed accordingly. 

‘* All life companies and managing agents will please notify 
their agents writing business in this State to conform to the 
above ruling.’’ ; 


Notes in Payment of Life Insurance Premiums 
**Please be advised that the inheritance tax covering pay- 
ment of proceeds of life insurance policies in this state has 
been repealed and it will not be necessary for you to further 
comply with the provisions of that Act, as all reference to 
same was repealed under Senate Bill No. 187, Acts of 1921.’’ 
When the’above was published we had not been advised 
of a supplemental notice sent to life companies under date 


which was as follows: 
Nashville, April 11, 1921. 


To All Life Insurance Companies Operating in Tennessee 
Gentlemen: 

Under date of April 1st, I mailed you circular letter ad- 
vising that the inheritance tax on the proceeds of life in- 
surance policies in this State had been repealed and it was 
not necessary to further comply with the provisions in 
that Act as same had been repealed under Senate Bill 187, 
Acts of 1921. ' 

This letter is to advise that this Act was repealed only 
in so far as it applies to the proceeds of life insurance 
policies payable to a “Direct Descendant or Ascendant or 
the widower husband of the insured.” 

Yours very truly, 
(signed) ROBERT L. CARDEN, 
Commissioner. 





IOWA INSURANCE LAWS RECENTLY ENACTED 


Several bills passed by the Iowa General Assembly, re- 
cently adjoined, have become laws. 

One law known as the Newberry Bill gives to the In- 
surance Commissioner supervision over the organization 
of domestic insurance corporations and over all transac, 
tions leading up to the organization of such corporations, 
including sale of stock, advertising and promotion. It also 
limits the promotion expense. 

The law known as the Foskett Bill prohibits the sale of 
stock with insurance policies. This law was amended and 
exempted companies operating on that plan at the time of 
its enactment. 

The law known as the Garber Bill provides for the writ- 
ing of industrial life policies in amounts of $500 and less 
without medical examination. 

The law known as the LeValley Bill provides a method 
of bord amortization for life companies under the jurisdic- 
tion of the Commissioner of Insurance. 


THE LITTLE rE LIFE CHART 
1 1 





The nineteenth annual edition of this publication (which, 
by the way, has been rightly named) has just reached us 
and we find it fully up to standard. 

This very useful volume may be purchased for two dol- 
lars from the National Underwriter Company, 103-104 Dut- 
tenhofer Building, Cincinnati, Ohio; New York, 75 Fulton 





Street; Chicago, 1362 Insurance Exchange. 
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LATEST INSURANCE DECISIONS DISCUSSED 
By WILLIAM OTIS BADGER, JR. 
(Of the New York Bar) 





EFFECT OF STATUTE ON RIGHT OF AGENTS TO 
TAKE AND SELL PREMIUM NOTE 


The plaintiff was a life insurance company organized 
under the laws of the State of Washington, and authorized 
to do business in Oregon. It had numerous agents in 
Oregon, and it was alleged, such agents could not solicit 
business and write policies successfully unless they ex- 
tended credit for the first year’s premiums to and accept 
notes from applicants for insurance; that under the laws 
of Washington, plaintiff could not accept such notes as ad- 
mitted assets, and it was, therefore, compelled to require 
its agents to remit to it in cash the amount due on all 
first year premiums, for business written by them and that 
the agents were financially unable to take and hold until 
due promissory notes, and to remit to the home office the 
amount thereof in cash, and, therefore, when the applicant 
had not the money to pay the premium and desired to 
give his note, it was necessary for the agent to take such 
note as his own property, sell it to some banking house 
and remit to the plaintiff company from his own funds the 
amount due it. In February, 1919, the defendant, in his 
official capacity as insurance commissioner, advised the 
plaintiff's agents that the ‘taking of notes in their own 
names and the sale thereof by them as their own property, 
either before or after the delivery of the policy, was illegal. 
He so notified the banking houses with which the plain- 
tiff’s agents had been doing business, and to which the 
notes taken were sold. 

Upon learning of this action the plaintiff took the matter 
up with the insurance commissioner, urged that the prem- 
ium notes were not necessarily the property of the plain- 
tiff, and that the agent was at liberty to take these notes 
in his own name and as his own property, and to negotiate 
and dispose of them as such. The commissioner adhered 
to his ruling, however, and held that the notes were the 
property of the company, that the agents could not law- 
fully take them as their own or dispose of them as such 
and said that doing so was cause- for revocation of the 
agent’s license to do business in the state. 

It was alleged that the defendant threatened to and would 
unless restrained revoke the license of the agents who dis- 

posed of the premium notes as aforesaid and would revoke 
the license of insurance companies which knowingly per- 
mitted their agents to do so. 

The Gen. Laws Or. 1917, pp. 333,386, par. 14, 24k refer 
to insurance companies’ agents and the taking of premium 
notes by them. The former provides that any note taken 
by any company or its agent in whole or in part payments 
of a premium for insurance shall be regarded as the prop- 
erty of the insurance company issuing the policy, and any 
suit thereon shall be brought by and in the name of said 
company, and the latter was as follows: 


“It shall be unlawful for any company or agent, or 
other representative thereof, to hypothecate, sell or other- 
wise dispose of a promissory note, order or other similar 
obligation received in payment for all or any part of a 
premium on a policy of insurance applied for under the 
provisions of the laws of this state, prior to the delivery 
of the policy.” 

The Trial Court held that under the Oregon val the 
agents of a life insurance company could not take the notes 
for payment of premium in their own name and could not 


‘ 





sell them remitting the premium in cash to the home office 
of the company. The United States Circuit Court of Ap. 
peals for the 9th District reversed this on appeal, giving 
costs to the appellant, saying as follows: 

“We have no doubt that section 14, above quoted, 
means exactly what it plainly says which is in effect that 
any and every note ‘taken in payment of or for any prem- 
ium to be paid as the consideration for any policy or in- 
demnity contract issued or delivered in the state of Ore- 
gon (which manifestly includes all contracts of insurance 
designated in the act of February 16, 1917), by any com- 
pany or its agent or agents, shall be regarded as the 
property of the insurance company issuing such policy 
or contract, and that any suit to collect any such note 
shall be brought by and in the name of the company is- 
suing such policy or contract. But the declaration that 
any and every such note shall be regarded as the prop- 
erty of the company issuing the policy or contract for 
which the note is given, and that in the event suit upon 
such note is resorted to such suit shall be brought in the 
name of such company, is very far from declaring what 
the agent of the company holding such note may or may 
not do with it in any other respect. By subdivision (k), 
however, of section 24—which section deals expressly and 
specifically with “All Life Insurance Companies”—it is 
expressly declared that it shall be unlawful for any com- 
pany or agent or other representative, thereof to hypothe- 
cate, sell, or otherwise dispose of such note, order, or 
other similar obligation received in payment for all or 
any part of a premium of a policy of insurance applied for 
under the provisions of the laws of the state, prior to 
the delivery of the policy and further, that any company 
or any agent or other person who violates any of the 
provisions of section 24 shall be deemed guilty of a mis- 
demeanor, and upon conviction thereof be punished in a 
prescribed way, and that the insurance commissioner of 
the state shall have authority in his discretion to revoke 
the license to transact business in the state theretofore 
issued to such company or agent. Subdivision (k) not 
only does not prohibit the agent or other legal represen- 
tative of life insurance companies doing business in Ore- 
gon from hypothecating, ‘selling, or otherwise disposing 
of such notes, orders, or other similar obligations given 
on account of premiums for insurance, after the delivery 
of the policy, but, in our opinion, impliedly permits that 
to be done by expressly making it unlawful to do so 
prior to such delivery. And we find strong corrobora- 
tion of the correctness of the construction thus placed 
on sections 14 and 24k of the Act of February 16, 1917, 
in the later statute, enacted in 1919 (Laws of Oregon, 
1919, p. 160), which reads as follows: 

“*Whenever any bill, note or other written evidence 
of indebtedness is given to any person, firm or corpor- 
ation for the premium of any policy of life insurance, 
said note shall have printed thereupon in legible char- 
acters “Non-negotiable for thirty days after the date 
hereof” and said bill, note or other evidence of indebt- 
edness shall be non-negotiable during said time, as 
understood by the Negotiable Instrument Law of the 
State of Oregon.’ ” 

Gilbert, C. J., dissented. 
Western Union Life Insurance Company v. Barber 268 
Fed. Rep. 763 
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REPORTS, UPON COMPANIES AND ASSOCIATIONS 








AMERICAN LIFE INSURANCE CO. 
DES MOINES, IOWA 
Control Passes to C. L. Ayres 


and Associates. 


On May 4, 1921, we issued a bulletin 
(to those of our subscribers who were 
entitled to it) announcing that the 
American Life of Des Moines, Iowa, and 
the Northern Assurance Company of 
Detroit, Michigan, were to consolidate 
early in July, said bulletin reading as 
follows: 

“These companies are to consolidate 
early in July, 1921. In the meantime 
they are to be conducted as separate 
institutions, but under one manage- 
ment, namely, that of Mr. Ayres, presi- 
dent of the Northern Assurance, and 
who will shortly be elected. president 
of the American also! 

Clarence L. 
Northern 
closely 


Ayres, president of the 
Assurance, and associates 
identified with him, have al- 
ready acquired control of 2.069 shares 
of the 2,500 shares outstanding at the 
capital stock of the American Life, and 
purpose entering into a contract for 
the purchase, at the same price, of the 
remaining 431 shares. 


A subsidiary company, “The Northern 
Company” (Detroit, Mich.), was organ- 
ized for the purpose of financing the 
purchase of the capital stock of the 
American Life. Its capital is $300,000, 
and in addition to the capital a bond 
issue of $300,000 was provided for. 

The prospectus of The Northern Co. 
states: 

“The merger (American with the 
Northern) has been approved by a 
commission comprised of the Governer, 
Attorney-General and Insurance Com- 
missioner of the State of Iowa, and the 
Insurance Commissioner of the State 
of Michigan. 


Security. 


The security for this bond issue is 
the direct obligation of the Northern 
Assurance Company amounting to twice 
the interest and principal requirements 
of this issue. The Northern Company 
has assigned to the Detroit Trust Com- 
pany as trustee, a contract executed by 
the Northern Assurance Co., in which 
the Northern Assurance Company has 
bound itself to pay monthly from 
its premium income to the trustee, 
an amount which is equal annually to 
twice the maximum interest charges 
on these bonds, plus the annual sink- 
ing fund requirements to retire this 
entire bond issue within twelve years. 
As security for these payments the 
Northern Assurance Company, with the 
approval of the State Insurance Com- 
missioner of Michigan has pledged 5 
per cent of the premium income of the 
combined companies, which will 
amount to about five times the interest 
charges on these bonds. Thjs amount 
should substantially increase each 
year with the growth of the merged 
companies.” 





The statements of these companies 
for the year ending December 31, 1920, 
as filed with Insurance Departments, 
shows: 


Amer. Life Northern Assurance 


(lowa) (Michigan) 
$3,226,897 Adm. assets 2,505,214 
2,805,066 Net reserve 2,274,595 

200,875 Capital 100,000 

30,993 Surplus 20,317 
34,669,547 Ins. in force 30,829,093 


(Dec. 31, 1920) 

A change in the management of the 
American Life took place on May 11th 
on which date the following Board of 
Directors was elected: C. L. Ayres, 
president, Northern Assurance, De- 
troit; J. R. Capps, cashier, Iowa Na- 
tional Bank, Des Moines; M. E. Latta, 
vice-president, American Life, Des 
Moinés; H. A. Bryan, secretary, Ameri- 
ean Life, Des Moines; Wm. F. Riley, 
general counsel, American Life, Des 
Moines; M. O. Roland, secretary, North- 
ern Assurance, Detroit; Roy W. Anger, 
vice-president, Northern Assurance, 
Detroit; H. P. Trosper, vice-president, 
Northern Assurance, Detroit; A. L. Sib- 
ley, superintendent loan department 
Northern Assurance, Detroit. 

Subsequent to the meeting of the 
directors the following officers were 
elected: President, C. L. Ayres; vice- 
president, M. E. Latta; secretary, H. A. 
Bryan; treasurer, J. R. Capps; general 
counsel, Wm. F. Riley; medical direc- 
tor, Dr. Carl Stutzman; cashier, M. B. 
Alldredge. 

It is expected that the two prop- 
erties will be merged early in July 
as of June 30, 1921, as it would take 
some little time to arrange for the 
admission of the Northern Assurance 
Company to transact business in the 
several states in which the American 
Life Insurance Company is now li- 
censed. 


CATHOLIC KNIGHTS AND LADIES 
OF ILLINOIS, AND CATHOLIC 
KNIGHT OF ILLINOIS, BELLE- 
VILLE, ILL., CONSOLIDATE, 

These fraternal beneficiary societies 


entered into an agreement dated Jan- 
uary 12, 1921, which specified the Cath- 


olic Knights and Ladies of Illinois, - 


party of the first part, and the Cath- 
olic Knights of Illinois, party of the 
second part, which agreement in brief, 
stated: 

That the said party of the first part 
hereby agrees to consolidate with the 
said party of the second part, as per 
proposal made by the said party of the 
second part to the said party of the 
first part. 

And that the said party of the first 
part agrees with the said party of the 
second part that it will carry out and 
fulfill all contracts of insurance here- 
tofore contracted by the said party of 
the second part. 





And that the said party of the first 
part agrees with the said party of 
the second part that it will carry out 
and fulfill all agreements made by 
the party of the second part with its 
members, relative to rates, options, 
benefits, etc., as provided for by the 
Constitution and By-Laws of the party 
of the second part. 


_And the said party of the second 
part hereby covenants and agrees with 
the said party of the first part, that 
in consideration of the above articles 
it will transfer all of its Reserve, 
Death Benefit Fund, Expense Fund and 
General Fund, etc., and all property, 


both real and personal, that it now 


possessess to the said party of the 
first part. 
And the said party of the second 


part further agrees with the said party 
of the first part that it will abide by 
and agrees that the Constitution and 
By-Laws of the said party of the first 
part shall be the governing Laws, 
Rules and Regulations of the both 
parties. 

These Articles of Consolidation en- 
tered into pursuant to resolutions 
adopted by the State Council Catholic 
Knights of Illinois and the governing 
body of the Catholic Knights and 
Ladies of Illinois, at meetings held 
pursuant to a notice sent to members 
as provided in the laws of the respec- 
tive societies. 


CONTINENTAL 
COMPANY, 


LIFE INSURANCE 
WILMINGTON, DEL. 


Report of Examination Reviewed. 


This company was examined by the 
Insurance Department of Delaware as 
of December 31, 1920, the report being 
dated April 27th. The Insurance Com- 
missioner employed Fackler & Fack- 
ler, Consulting Actuaries, to make the 
examination, which was personally su- 
pervised by William Breiby of that 
firm, 

The financial condition of the com- 
pany as ascertained by the examiner 
increases the amount of “admitted as- 
sets” and “surplus” as compared with 
the annual statement of the company 
filed with Insurance Departments as 
follows: 


Company's 


Examiner's 

Statement. Statement. 
$3,916,856 Admitted assets $3,918,135 
$673,148 Surplus $675,099 


In commenting upon the company, 
the examiner stated: 


Mortgage Loans, 
Company's statement ..$1,284,950.00 
Examiners’ statement.. Same 


“On June 30, 1918 the company held 
310 mortgage loans for the principal 
sum of $1,849,140.00. On December 31, 


1920, the company held 233 mortgage 
loans for the principal sum of $1,284,- 
950.00—a decrease in the two and one- 
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nalf years of 77 loans, and for $564,190 
of principal. 

“Since the date of the last examina- 
tion the company has purchased only 
65 mortgages, for the principal sum of 
$289,080. Of these only 56 were out- 
standing December 31, 1920, for the 
principal sum of $250,780. The last 
mortgage loan was purchased August 
6, 1919. Owing to the relatively high 
yield on Liberty Bonds, the company 
has since been investing in such bonds 
rather than in real estate mortgages. 


Bonds (Book Values). 
Book values: 


Company statement ...$1,994,801.44 

Examiner's statement... Same 

“As mentioned in our comments on 
Real Estate Mortgages owing to the 
favorable rates at which the company 
could buy Liberty Bonds, it has been 
confining practically all its investments 
to this class of securities, and with the 
tax exemption features involved its 
yield thereon is very favorable, netting 
more than what real estate mortgages 
would yield. 


Capital Stock and Stock Options. 
Capital Stock. 


“It has been previousiy mentioned 
that the Company owned 2,412 shares of 
its own stock, Which it carried as 
treasury § stock. The circumstances 
connected with this purchase were as 
follows: 

“After the quarterly dividend rate on 
the capital stock was reduced in Octo- 
ber, 1919, from 3 per cent to 2 per cent 
(reducing the general yield on the 
stockholders’ investments from about 
6 per cent annually to 4 per cent) stock 
was offered in the open market (in 
some cases) below $20 a share. The 
president offered personally to buy 
stock at $20 a share, pointing out to 
those who offered the stock that it had 
a liquidation value of between. $20 and 
$23 per share and a greater “going 
value.” At this price ($20) a consider- 
able amount of the stock was pur- 
chased by him, and later by a pool 
formed among some members of the 
board for the purpose. ” 


“At that time the president and the 
members of the board believed that the 
company was not permitted to purchase 
its own stock, as the Delaware insur- 
ance laws read as follows: 


(Section 590.) No Domestic Life 
Insurance Company shall, after the 
first day of January, 1908, invest in 
or loan upon any shares of stock 
of any corporation, etc. 


“Section 586 provides a penalty for a 
violation of any of the provisions of 
the chapter of the law of which Sec- 
tion 590 is a part. Upon learning that 
another Delaware corporation was pur- 
chasing its own stock, the president 
called the attention of his board to Sec- 
tion 19, Chapter 65, of the Corporation 
Law, which reads as follows: 

Every corporation organized un- 
der this chapter shall have the 
power to purchase hold, sell and 
transfer shares of its own capital 
stock, provided that no such cor- 





poration shall use its funds or 
property for the purchase of its 
own shares of capital stock when 
guch use would cause any impair- 
ment of the capital of the corpor- 
ation; and provided further, that 
shares of its own capital stock be- 
longing to the corporation shall 
not be voted upon directly or in- 
directly. 

“The company’s counsel gave as his 
opinion that the company was author- 
ized to purchase its own stock. There- 
after the company proceeded to do so at 
$20 a share. The stock so purchased 
was carried as treasury stock, and 
where stock options were thereafter 
exercised, stock was issued from such 
treasury stock. 

“We looked into the records of trans- 
ferred stock and into the correspond- 
ence of the company, and found not the 
slightest suggestion of manipulation by 
those in control. A market was thus 
furnished for the stock, allowing the 
sellers to receive a price higher than 
they would otherwise have received, 
‘and avoiding any reflection on the high 
reputation of the company. 

“The total stock issued and out- 
standing June 30, 19%) was 62,079 
shares; of this 17 officers «nd directors 
held 8,674 shares. The largest single 
holding was 1,868 shares on that date. 
On December 31, 1920, the total num- 
ber of shares of stock issued and out- 
standing was 65,449. Of this, 17 officers 
and directors held 9,728 shares, and the 
total holdings by four families whose 
names were not similar to any of those 
of the officers or directors were 2 317 
shares, a total for 21 groups of 12,045 
shares. The largest single holding 
was 1,808 shares. 

“The stockholders numbered about 
2,075 at the close of 1920. We examined 
the endorsements on the stockholders’ 
dividend checks and were satisfied that 


the stock is widely held by policy 
holders, with apparently no dummy 
holdings. 


Stock Options. 

“With our report upon the previous 
examination we submitted to the Insu- 
rance Commissioner a statement of the 
company’s past.actions in connection 
with stock options. Since then the 
practice as to maturing options has not 
changed materially. The last option 
will mature five years from March 16, 
1918, when the issuance of stock op- 
tions was discontinued, and the Board 
has resolved not to allow any exten- 
sions of options beyond March 16, 1923. 

“We reviewed the records and files, 
and are satisfied that the option holders 
have been fairly dealt with. By test 
we established that .where an option 
holder was entitled to stock, and had 
applied for its issue the stub of the 
stock certificate book showed the issue 
of the proper number of shares in that 
person's name. We further verified the 
issuance of this stock by seeing that 


when the next dividend was paid a, 


check was sent to him. The officers 
and directors have continued to fefrain 
from buying stock options, though 





they have been valuable, the surplus 
of the company having been main- 
tained on the average over the three- 
year period at more than 100 per cent 
of the capital stock, and the options 
were exercisable at $20.00 per share for 
$10 par value of stock. 

“In our last report we presented a 
schedule showing that the total amount 
of issued capital stock ana the stock is- 
suable upon stock options outstanding 
was at a maximum on April 30, 1918, 
and that at no time did that total ex- 
ceed the $1,000,000 authorized capital 
stock. 

“Since April 30, 1918 the total stock 
issued and issuable under stock op- 
tions decreased, as shown by the fol- 
lowing schedule: 

On April 30, 1918, the issued 
capital stock was..........- $615,060 
With stock options out for.... 337,250 
Total issued and issuable.. $952,310 

On December 31, 1918, the is- 

sued capital stock was...... $643,610 
With stock options out for.... 288,690 


Total issued and issuable... $932,300 
On December 31, 1919, the is- 
sued capital stock was...... $675,950 
With stock options out for.... 239,470 
Total issued and issuable... $915,420 
On December 31, 1920, the is- 
sued and outstanding capital 
stock (less $24,120 treasury 
UOTE DY PROG oi o 5-54 bo aie siorves $654,490 
With stock options out for.... 202,460 
Total issued and issuable.. $856,950 
“The number of shares issuable on 
stock options outstanding will continue 
to decrease as the options are exercised, 
or are cancelled by default. The capi- 
tal stock outstanding decreased during 
1920, but as the company’s opportunity 
to purchase its own stock is reduced or 
ceases, the capital stock will increase 
until March 18, 1923. 


Dividends on Capital Stock. 


“In our report upon the previous ex- 
amination, we referred to the discon- 
tinuance in 1918 of the payment to 
stockholders of an “extra” annual divi- 
dend of 6 per cent, and the continuance 
of a regular quarterly dividend of 3 per 
cent. The particular reason for discon- 
tinuing the extra dividend was the de- 
preciation of the market value of 
bonds. The regular quarterly dividend 
of 3 per cent was continued until Oc- 
tober, 1919, when the rate was reduced 
to 2 per cent. The reasons therefor 
were fully set forth in a statement 
dated October 16, 1919, to the board of 
directors by the president. He then 
analyzed the earnings and losses in the 
first nine months of 1919. 

“The losses were caused by the extra 
mortality during and following the in- 
fluenza epidemic by reduced earnings 
as “free surplus” (consequent on the 
heavy reduction in the company's 
funds), and by increased expense con- 
nected with an extraordinarily large 


(Continued on next page) 
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new business. We believe that the 
reduction of dividends at that time was 
wise, but that some dividend to the 
stockholder was justified in view of the 
large proportion of the total assets 
which had been paid in by stockholders. 


“During 1920 the mean amount of 
capital stock and contributed surplus 
(less amount paid as premium on pur- 
chase of own stock) was $1,254,268.50. 

“The interest rate earned in 1920 on 
the mean ledger assets, excluding capi- 
tal stock owned, policy loans and pre- 
mium notes, was 4.95 per cent. Assum- 
ing this rate in connection with the 
mean stockholders’ funds, exclusive of 
any share of earned surplus, the year’s 
interest earnings for the stockholders 
are proved to have been at least $62,- 
086.29. The total actually paid in divi- 
dends to stockholders was $53,620. At 
the board meeting in January, 1921, the 
stockholders’ dividends were restored 
to 3 per cent. quarterly. 

“It is interesting to note that the 
amount saved in 1920, $26,810, by pay- 
ing stockholders dividends at 2 per 
cent quarterly instead of 3 per cent 
quarterly, covers the net amount paid 
by the company in 1920 for premiums 
on the capital stock purchased. 

Policyholders’ Dividends. 

“The company’s system of dividends 
to policyholders is the same in general 
as at the time of the previous examina- 
tion, but a reduced scale effective in 
January, 1920, was ordered in October, 
1919, when the dividend rate on the 
stock was reduced. This reduced scale 
has since been continued. 


Policy Settlements. 
“As noted earlier in this report, we 
examined the disbursements in detail 
for a period in the midst of the in- 
fluenza epidemic. The company’s in- 
fluenza death claims in 1918 exceeded 
the claims paid in the previous four 
years. Despite the pressure at that 
time, claims were settled promptly. In 
all settlements under policies the terms 
of the contracts were correctly and 
fairly met.” 

In our comments upon this company 
in our 1921 volume, Best’s Life Insur- 
ance Reports we state: 

It has established a most unusual record of 
efficiency in securing substantial results by a 
very economical expenditure. Stockholders 
have contributed to the surplus of the com- 
pany $602,438.50 since its organization, and 
have received $499,688.60 in dividends. Its 
surplus at the end of 1920 was $673,147.85. 

It will be noted this surplus was in- 
creased by the examiner to $675,099.39. 


COTTON ‘STATES LIFE INSURANCE 
COMPANY, MEMPHIS, TENN. 
Report of Examination Reviewed. 
This company was examined as of De- 
cember 31, 1920, by the Insurance De- 
partments of Mississippi and Arkan- 
sas, the report being dated May 6, 1921. 





The financial condition of the com- 
pany as ascertained by the examiners, 
in brief, was: 


Admitted assets ........ seen e $494,730 
SG PORUEUES 0 6sic Lear wed ewkees 246,151 
Cupital “(paid i}. .)6 6. cso vews - 128,375 
OE 8d 66S EWS hE EST es «es 78,858 


Extracts from Examiner’s Comments. 
Capital Stock. 


“The outstanding stock on December 
31, 1919, was $255,050, which was in- 
creased by sales during 1920 of $1,700, 
making a paid up capital of $256,750. 
This stock was sold at $25 a share, and 
the sum of $2,300 was paid into sur- 
plus. At the close of the year of 1920 
it became apparent that a 
in capital would exist. 
tion was ascertained showing a net 
deficiency of $49,517.06. This matter 
Was presented to the attention of the 
stockholders of the company at their 
meeting held on January 18, 1921, and 
they approved the pian of reducing the 
paid up capital stock from $256,750 to 
$128,375, with the par value of each 
share to $5 instead of $10 a share, as 
heretofore. Action was likewise taken 
reducing the authorized capital from 
$500,000 to $400,000, divided into 80,000 
shares, with a par value of $5 each. 
The result of this action was a show- 
ing of surplus of $78,857.94 as per an- 
nual report filed by 


deficiency 
The true condi- 


the company. 
Death Claims. 


“A careful examination of the ordi- 
nary claim files revealed the fact that 
the company makes full settlement on 
all equitable claims promptly. The 
company has a good class of business, 
and well selected, showing a ratio of 
the actual to the expected mortality 
of 64.61 per cent. All but two claims 
out of sixteen deaths incurred in 1920 
were paid by the company. One of 
these claims for $1,000 was unpaid on 
account of proofs of death not having 
been filed. It is so shown in the lia- 
bilities. On the other claim of $5,000 
a suit was pending in the Arkansas 
courts at the close of the year. The 
policy was not, however, in force at 
date of death, and no liability was 
shown for this item. Prior to date 
of this examination judgment had been 
rendered in favor of the company by 
the Supreme Court of Arkansas. 

“The company’s maximum retention 
on any one life is $5,000. 


Cost of New Business, 

“This includés first year commis- 
sions and bonuses, salaries and travel- 
ing expenses, of supervisors, medical 
fees and inspections and advances to 
agents. The ratio of expenses spe- 
cifically chargeable to new business is 
about 95 per cent. 


Commissions on Stock Sales. 
“The amount paid was $5,520.33, of 
which $690 represented commissions on 
sales during 1920, and the balance in 
settlement of commissions due in 1919. 


General. 

“The amount of ordinary business in 
force on December 31, 1920, was $5,812,- 
268, an increase over that for 1919 of 
indicate that 


$1,600,752. This would 








the company is progressing nicely, 
and with the same care used in the 
selection of risks and the economical] 
policy of expense an increasing ang 
healthy growth will result.” 






BENEFICIARY DEGREE AND Ft. 


NERAL BENEFIT DEPART. 
MENTS OF THE NATIONAL 
COUNCIL, JUNIOR ORDER 


UNITED AMERICAN MECHAN. 

ICS, PITTSBURGH, PA. 
Report of Examination Reviewed, 
This fraternal beneficiary society 
Was examined by the Insurance De. 
partment of Pennsylvania as of De. 
cember 3171920; the report being dated 
March 21, 1921. 

The financial condition as  ascer- 
tained by the examiners, in brief, wag 
as follows: 














Beneficiary Degree Department. 
Net amt. rec. from members. $391,427 
OE “DOO | oe Sivan se ale ob. 0s 429,911 
Total benefits Naid «s..ccciece 
Total disbursements ........ 
Po a ee 4 
Total unpaid claims......... 34,500 
Miscellaneous items ......... 83 
Advance assessments ........ 7,261 
Total Mabilitios ...ccsccccess 1,844 





Funeral Benefit Department, 





Net amt. rec. from members.$1,522,539 
te ES ee 1,549,934 
DGRCtM GIRMMM oo ckoe cece seiee 932,406 
Total disbursements ........ 977,069 
MAMItteEd AsWStS. 26 .r-cccsccess 908,412 
Total death claims .......... 69,750 
Miscellaneous items ........ 178 
Advance assessments ....... 11,581 
Total Mabilities ....cccecess $1,510 
Extracts from Examiners’ Comments 
Introduction, 






“The Beneficiary Degree and the Fu- 
neral Benefit Department of the Na- 
tional Council, Junior Order United 
American Mechanics, have undergone 
an exhaustive examination as late as 
March 16, 1920; examiners participat- 
ing from the States of North Carolina, 
New York, Kentucky and Pennsylva- 
nia. In view of this fact, your ex- 
aminers feel that no special elabora- 
tion touching on minute details is nec- 
essary at this time. 




















































































































































































































“Since March, 1920, the financial con- 
dition of both Departments show 4 














marked improvement. 














Remarks. 


“Our examination of the Beneficiary 
Degree revealed that notwithstanding 
the exceptional demands upon the re 
sources of the department, by reason 
of the epidemic’ of influenza during 
the period of January 1, 1919, and De- 
cember 31, 1920, no extra assessments 
were levied. 


“During the year 1920, the increase 
in membership of the Beneficiary De- 
gree was 34 per cent; lapses 12 per 
cent, while the death rate was six 
per thousand members. The surplus 
shows an increase of 29 per cent. This 
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js an exceptionally favorable show- 
ing. 

“On December 31, 
20,017 certificates of benefit in force, 
with insurance amounting to $27,- 
679,000. 


1920, there were 


Organization and Plans of Insurance 


“The Funeral Benefit Department of 
the National Council, Junior Order 
United American Mechanics of the 
United States of America, was incor- 
porated under the laws of the Com- 
monwealth of Pennsylvania April 10, 
1893, as a secret, patriotic, fraternal 
organization, and commenced business 
August 20, 1901. } 

“This department was established to 
maintain a fund for the reimburse- 
ment of councils of the order for 
amounts paid by them as funeral bene- 
fits. The by-laws provide that no con- 
tract be entered into between this de- 
partment and the individual members, 
but the agreement be merely to rein- 
sure the contracts made by councils 
to those members entitled to receive 
the same under the conditions de- 
fined in the laws of the order. 

“Any council of the order in good 
standing with the State Council and 
with the National Council shall be en- 
titled to enrolled in the Fu- 
neral Benefit Department, and thus re- 
ceive upon the death of a member the 
sum of $250 or $500, according to the 
agreement entered into between the 
parties. 


become 


“There are two classes of member- 
ship in this department, viz.: Class 
“A” and Class “B,” and it is optional 
with each council to enroll its mem- 
bers in either class. Class “A” en- 
titles the council to $250, and Class 
“B" to $500, to be paid in the event of 
death of each member. The entire 
beneficial membership of a council may 
be enrolled in either class, but no 
council is permitted to enroll part of 
its members in Class “A” and part in 
Class “B.” However, in Class “A” 
there has been established a group of 
members insured for $200 each, pro- 
vided for councils in the State of Mas- 
sachusetts, which is in compliance with 
the laws of that State. 


Derivation of Funds 


“The Funeral Benefit Department 
has three funds: Funeral Benefit 
fund, Expense fund, and Reserve fund. 

“The Funeral Benefit fund is ob- 
tained by reserving 95 per cent of the 
amount received from funeral benefit 
assessments and can only be used to 
Day legitimate funeral benefit claims. 

“The Expense fund is obtained by 
applying 5 per cent of the amount re- 
ceived from the funeral benefit assess- 
ments and all other funds received by 
the Funeral Benefit Department, in- 
cluing interest on investments, and can 
only be used to pay legitimate ex- 
Penses of the Funeral Benefit Depart- 
ment. 

“The Reserve fund is created by 
Placing the surplus in the Expense 
fund at the end of each month to the 
credit of the Reserve fund, which is 
required to be invested under the di- 





rection of the Board of Control for 
use in paying déath claims when the 
twelve regular assessments per annum 
are insufficient. 


Remarks 


“The Funeral Benefit Department 
evidences a splendid condition. During 
the period of January 1, 1919, and De- 
cember 31, 1920, an increase of more 
than 50 per cent in available sur- 
plus and 11 per cent in membership 
is shown, and, notwithstanding death 
losses, during the above period of 
nearly $1,500,000, no extra assessments 
were called from the membership. 

“The invested funds are confined to 
United States Government securities 
and first mortgage loans based upon 
the same valuations as are in use by 
the Beneficiary Degree. 

“Substantial decreases in expense of 
management are shown in each of the 
departments of the Beneficiary Degree 
and the Funeral Benefit Department. 

“The management is to be commend- 
ed for the manner in which claims 
are adjusted in both departments; 
their promptness in paying claims and 
the fair consideration given in dis- 
puted claims speaks well for the man- 
agement.” 


THE MACCABEES, DETROIT, MICH. 
Report of Examination Reviewed. 
This society was examined by the 

Insurance Department of Michican as 

of December 31, 1920, the report being 

dated January 25, 1921. 

The financial statement as ascer- 
tained by the examiner shows the in- 
come and disbursements for the year 
1920 and the assets and liabilities as 
of December 31, 1920, in brief, as fol- 
lows: 

Income. 


Net amt. rec. from members. $6,979,658 
Total income 7,730,962 


Disbursements. 
Total benefits paid 
Total disbursements 


Ledger Assets, 
Total ledger assets, per bal..$14,465,800 


Non-Ledger Assets 
Gross assets $25,711,900 
Deduct Assets Not Admitted, 
Total assets not admitted...$15,013,649 


Liabilities. 
Total unpaid claims 
Salaries, rents, expenses, etc. 
Advance assessments 
Trust funds 
Reserve upon Twenty Pay- 
ment Life and Whole Life 
special certificates 
Reserve upon straight Whole 
Life Certificates 


$1,886,176 
81,603 
85,000 


12,506 


740,518 
96,104 


Total liabilities $2,901,937 


Extracts from Examiners’ Comments. 
Organization and History. 


“The early history of The Maccabees, 
which is a Fraternal Beneficiary As- 
sociation, dates back to 1883, this be- 
ing the year of its organization in 
Michigan. The association was incor- 





porated in 1885, and for various rea- 
sons it was ‘reincorporated, or its ar- 
ticles amended, in 1894, 1895, 1899, 1901, 
1904, 1914, 1915 and 1919. The major 
event in its history was during 1914, 
when, as the result of consolidation 
of the Knights of the Modern Mac- 
cabees and the Knights of the Macca- 
bees of the World, the name of the as- 
sociation was changed to The Mac- 
cabees. 


New Plan Certificates—Transfer or 
Readjustments. 


“Prior to 1905, the society issued by 
one plan of insurance, a term certifi- 
cate, including disability benefits, with 
level premium to age 55, at which 
point an increase was made. The 
rates on this plan were not based on 
sound mortality statistics, but have 
proved so far to be relatively reliable. 
In 1905 a New Whole Life Plan, with- 
out disability, was instituted, with 
rates based upon the N. F.C. 4 per cent 
tables, and the disability feature was 
eliminated from the Term plan. At 
this point an error was made in al- 
lowing members on the Term plan 
to transfer to the New Whole Life at 
their rates for age of entry. The re- 
sult of this is later treated. 


“In 1914, the society reinsured the 
members of the Knights of the Mod- 
ern Maccabees, whose certificates were 
upon an entirely inadequate basis. 
Shortly thereafter, however, it was 
found that without some means of re- 
lief, the society, on account of this ac- 
quisition and the error before men- 
tioned, would be unable to comply with 
the terms of the Fraternal Law as to 
actuarial solvency. Therefore, in 1915, 
two new plans were inaugurated, with 
the ultimate intention in view of hav- 
ing, if possible, all old members trans- 
fer to one or the other of them. They 
were the Whole Life Special and Whole 
Life Twenty-Payment Plan. Both of 
these are based upon the American Ex- 
perience Table of Mortality with inter- 
est at 4 per cent, allowing paid-up and 
extended insurance withdrawal op- 
tions, after three years’ membership, 
cash at age 70, and settlement in full 
ct one-half the face of the certificate 
in event of total and permanent dis- 
ability. A special benefit for specific 
accident losses of $200 per $1,000 of in- 
surance, which special benefit does not 
reduce the face of the certificate, was 
also provided. 


“While provision was made at that 
time, for the transfer of old members 
to these plans, the active work of 
transfer, or in effect, readustment, did 
not begin until 1919, at which time the 
Whole Life Special was modified as to 
disability benefit to pay 10 per cent of 
the face of the certificate annually, as 
long as the disabled insured might live 
and suffer disability, and still pay the 
face of the certificate at death. The 
Old Whole Life, which, together with 
the Term, had been issued until that 
time, was replaced by a Straight Whole 
Life Certificate, based upon the rates 
of the Fraternal Combined Experience 
Table of Mortality at 4 per cent, con- 


(Continued on next page) 
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BENEFICIARY DEGREE AND FU- 
NERAL BENEFIT DEPART- 
MENTS oF THE NATIONAL 
COUNCIL, JUNIOR ORDER 
UNITED AMERICAN MECHAN- 
ICS, PITTSBURGH, PA.—(Contin- 
ued). 

sidered a more adequate basis than the 

N. F. C. 4 per cent, and provides the 

same benefits as are given under the 

W. L. Special and W. L. Twenty-Pay- 

ment plans, with the exception of paid- 

up and extended insurance options. 

The Term plan was discontinued and 

a new term to age 45 plan substituted. 

"The transfer, or readjustment work, 
is now being carried on by a-special 
field force, and, it is anticipated, will 
result by 1923 in the transfer of prac- 
tically all the present Old Term and 

Old Whole Life members to either the 

Straight Whole Life, Whole Life Spe- 

cial, or Whole Life Twenty-Payment 

plan, thus placing nearly all members 
upon an adequate rating. New mem- 
bers only are allowed to choose the 

Term to 45 certificates. All actuarial 

and valuation work, prior to 1920, was 

done by a consulting actuary, but dur- 
ing the past year, the society has es- 
tablished its own actuarial depart- 
ment, wherein all valuations and other 
kindred work will be performed. Re- 
serves computed by the Society’s ac- 
tuarial department, upon the Straight 

Whole Life, Whole Life Special and 

Whole Life Twenty-Payment plans are 

shown under the schedule of liabiiities 

preceding. The computation was made 


according to the Full Preliminary 
Term Method. 
Paid Claims. 
“Death and disability claims are 


given prompt attention. Upon receipt 
of proper proof they are referred to 
a committee on claims consisting of 
the Supreme Commander, Supreme 
Record Keeper and Supreme Counsel- 
lor. They must be favorably passed 
upon by a majority of the committee 
before payment is made. In rare in- 
stances we found they were very ccn- 
servative and there was a question of 
whether or not they were justified in 
the scaling or compromising of ciaims. 
It appeared from the loss files that it 
is the policy of this committee to ad- 
just disappearance cases for one-half 
of the face of the policy. Sick and 
accident claims are referred to the 
manager of the Sick and Accident De- 
partment, where they are given prompt 
and careful attention.” 


Valuation Exhibit. 


The valuation report of the Society 
as filed with the Insurance Depart- 


ment of Michigan as of December 31, 
1920, shows: 


Assets, actual and contin- 

ee Se ee a re re $102,666,393 
Liabilities actual and con- 

WE Girecuids soa wass.e 142,551,449 
Assets to liabilities..... on 712% 
MISSOURI STATE LIFE INSURANCE 

COMPANY, ST. LOUIS, MO. 


Establishes an Accident Department. 
This company has established an ac- 











cident and health department and will 
begin issuing accident and health poli- 
cies on or about June 1, 1921. 


War Clause Restrictions Removed from 
Life Policies. 


President Singleton recently an- 
nounced that all war clause restric- 
tions, including policies issued by the 
Company since the beginning of the 
war, would be removed as of May 2, 
1921. 


MOUNTAIN STATES LIFE INS. CO., 
DENVER, COLO., AGAIN BEFORE 
COMMISSIONER WILSON. 

On March 2, Commissioner Wilson is- 
sued Order No. 84 renewing the license 
of the Mountain States Life, pending a 
further investigation, conditioned upon 
a strict compliance with certain stipu- 
lations specified in the order. 


This action was reported in “Best’s 
Insurance News,” (Life Edition) April 
1, 1921, pages 164 to 168. 

On May 2, Commissioner Wilson {is- 
sued Order No. 86, which follows: 

“ORDER NO. 86. 
“STATE OF COLORADO, 
“INSURANCE DEPARTMENT. 


“Upon further investigation and 
study of the methods as provided for 
in Order No. 84, the Mountain States 
Life Insurance Company is hereby or- 
dered to appéar before me at 10 o'clock 
a.m., on May 18 1921, to show cause, 
if any it has, why its Certificate of 
Authority should not be revoked upon 
the following grounds: 

(1) “That said company has invested 
a large portion of its capital, surplus 
and funds accumulated in the course 
of its business in securities in which 


it is not permitted by law to invest 
such funds. 


(2) “That said company is doing 
business in other states than Colorado 
without having first procured a li- 
cense or authority from such states 
authorizing it to do business therein, 
such license or authority being re- 
quired by the laws of such states. 


(3) “That said company has accepted 
applications for insurance from per- 
sons not authorized as brokers, agents 
or solicitors of insurance and has been 
guilty of participation in the acts of 
such persons in so soliciting insurance 
without authority so to do. 


(4) “That said company by its of- 
ficers, directors and agents has issued 
and circulated and caused and per- 
mitted to be issued and circulated es- 
timates, illustrations and statements 
misrepresenting the benefits and ad- 
vantages promised by policies issued 
by it and the dividends and shares 
of surplus to be received thereon. 


(5) “That said company and its 
agents have given, sold and offered to 
give or sell as inducements to insur- 
ance and in connection therewith, capi- 
tal stock of an insurance company, to 
wit, of the Mountain States Life In- 
surance Company, promising returns 
and profits. 

(6) “That said company is in an un- 
sound condition and has failed to com- 








. 
ply with the law and the provisions 
of its charter, and that its condition 
is and its methods are such as to ren. 
der its operations hazardous to 
public and to its policyholders. 
(7) “That said company was organ- 
ized and is conducting its business in 
Violation of sections 13, 21, 25, 26 28, 
30, 32, 54, 55, 56 of the Insurance Code 
of the State of Colorado. 

“Given under my hand and seal this 
2nd day of May, A. D. 1921. 
(Signed) “EARL WILSON, 
“Commissioner of Insurance.” 
Under the date of May 19 the Com- 
missionegy issued Order Number 
which follows: 


the 


87, 


(Copy) 
State of Colorado, pore 
Insurance Department { 3 


ORDER No. 87 
“The hearing begun on Wednesday, 
May 18, 1921, pursuant to Order No, 
86, of this Department, wherein the 
Mountain States Life Insurance Com- 
pany was ordered to show cause why 
its license should not be revoked upon 
certain grounds set forth in said order, 
is hereby continued until Wednesday, 
June 1, 1921, at 10 a. m., for the purpose 
of giving said company the additional 
time which at said hearing said com- 
pany suggested was necessary to en- 
able it to produce evidence as to why 
said license should not be revoked. Up- 
on said date such order will be entered 
as may then appear proper and until 
such time this department will retain 
jurisdiction and continue its investiga- 
tion of said company. 

“Given under my hand and seal this 

19th day of May, 1921.” 

(Signed) EARL WILSON, 

Commissioner of Insurance. 


The company’s star producer, H. R. 
Coddington, who thé department be- 
lieves to have violated the ruling that 
stock must not be sold as an induce- 
ment to life insurance, had his license 
suspended by the department May 24th. 
On May 25th he went into court and 
secured arestraining injunction against 
the commissioner. The case will be 
heard June 4th. 


At the time of going to press we had 
not received information regarding the 
Commissioner's decision on the “Show 
Cause Action” that was to be held June 
first. 


NORTHWESTERN NATIONAL LIFE 
INS. CO., MINNEAPOLIS, MINN. 
Increases Its Dividend Scale. 


At the close of 1920 this Company 
changed its “dividend year” from Jar- 
uary ist to July ist, and accordingly 
declared dividends on policies whose 
anniversaries occurred during the first 
six months of 1921 on the basis «f 
the scale used in 1920. 


Annual dividends payable during the 
year beginning July 1, 1921, and end- 
ing June 30, 1922, on full participat- 


ing policies (American 3% per cent: 


reserve basis) and comparison with 
dividends paid during 1920 and the 
first six months of 1921. 
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Whole Life. 

Ann’l Div. 
Prem. Scale. 1 5 
$20.48 1920 $2.99 $3. 
1921 3.31 3. 
26.69 1920 3.29 3. 
4. 
4. 
5. 


Years in force. 
10 20 
0 $3.74 $4.88 
3 4.35 5.94 
5 4.44 6.06 
5.21 17.49 
5.49 7.62 
6.51 9.48 


Twenty-Payment Life. 


Ann’'l Div. Years in force. 
Ag. Prem. Scale. 1 5 10 20 

$29.02 1920 $3.08 $3.71 $4.67 $7.23 
1921 3.40 4.28 65.62 9.21 

35.30 1920 3.35 4.15 5.35 8.51 
1921 3.66 4.79 6.47 10.88 

45.30 1920 3.80 4.84 6.32 10.09 
1921 4.11 5.58 7.64 42.91 


Twenty-Year Endowment. 


Ann’'l Div. 
. Prem. Scale. 
$48.12 1920 
1921 
49.93 1920 
1921 


1921 3.60 
37.57 1920 3.77 
1921 4.08 


Years in force. 

1 5 10 20 
$3.85 $5.19 $7.21 $12.79 
4.23 6.10 8.92 16.73 
3.94 6.29 7.32 12.92 
4.31 6.19 9.12 16.86 

64.51 1920 4.17 5.56 7.58 13.19 
1921 4.52 6.46 9.29 17.13 

The scale of dividends as shown in 
“Best’s Analyses,” 1921, pages 679 to 
682, apply to the year ending June 30, 
1921. 
SAFETY FIRST INSURANCE COM- 
PANY, OKLAHOMA CITY, OKLA. 


This company, incorporated under 
the laws of Oklahoma, January 5 1921, 
was licensed January 7 and began 
business January 14, 1921. Its author- 
ized and paid-in capital is $100,000.00 
all of which was placed at par. Thé 
par value of shares is $100.00. 


The history of the organization of 
this company is as follows: 

The title of the company incorpo- 
rated on January 5 (as above) was the 
Oklahoma Life and Casualty Insur- 
ance Company, which on January 14, 
1921, made a reinsurance contract be- 
tween this company and the Safety 
First Health and Accident Insurance 
Company (a mutual domestic corpo- 
ration) of Oklahoma City was entered 


into and a copy of same was approved: 


and filed in this Department on the 
lith day of January. Also, on the 17th 
day of January amended articles of 
incorporation of the Oklahoma Life 
and Casualty Insurance Company, 
changing its name to Safety First Life 
Insurance Company, Oklahoma City, 
Oklahoma, were approved and filed in 
the Department. Subsequently an 
amendment to the charter was made 
and the title of the company was again 
changed to the “Safety First Insurance 
Company.” 

The company states it will special- 
ize on health and accident business, 
Writing life insurance incidently. 


Officers. 

President and Active Manager, A. L. 
Welch; Secretary-Treasurer, J. G. Wat- 
kins, Jr.; Medical Director, Dr. J. M. 
Alford; Chairman of Board, R. T. 


Smart; Agency Director, Oscar L. 
Welch. 





Directors. 
A. L. Welch, J. M. Alford, R. T. 
Stuart. 
Form of Valuation. 


American 3%% modified preliminary 
term. : 


UNITED ORDER OF THE GOLDEN 
CROSS, KNOXVILLE, TENN. 


Report of Examination Reviewed. 

This Fraternal Beneficiary Society 
was examined by the Insurance De- 
partments of Tennessee and Massa- 
chusetts as of December 31, 1920, the 
report being dated April 7, 1921. 

The financial statement of the So- 
clety as ascertained by the examiners, 
in brief, was: 

Income. 


Net amt. rec’d from members.$431,592 
Total income 437,003 


Disbursements. 
Benefits paid 
Total disbursements 


- - $407,727 
462,085 


Assets. 
Total admitted assets 


Liabllities. 
Unpaid claims 
Miscel. bills due or accrued.. 


$43,833 
Extracts from Examiners’ Comments. 


Organization. 


“The United Order of the Golden 
Gross was incorporated in January, 
1876, as a fraternal beneficiary corpo- 
ration under the laws of Tennessee 
and commenced the transaction of 
business the same year. 


Claims. 


“The claims paid amounted to $407,- 
727.07. As compared with 1919, this 
is a decrease of $85,479.85, or 17.33 
per cent. The claims incurred amount- 
ed to $403,950.29. It is the custom of 
the Order to treat a claim as paid 
when the draft for payment has been 
drawn. The benefit fund is immediate- 
ly depleted to the amount of the draft 
and such claim is no longer consid- 
ered outstanding. Under the existing 
conditions, with the financial officers 
and the funds of the Order so far re- 
moved from the recording office, this 
is probably the best way to handle the 
accounts. 

“Your examiners, however, insist 
that in the making of its annual 
statements to the State Insurance De- 
partments the Order ,incorporate un- 
der Schedule E of the statement blank 
a list of’ all claims, the payment of 
which a draft had been drawn but 
which had not been paid by the bank, 
showing the date of death of the in- 
sured, his name, residence and amount 
of claim and the date of draft. Such 
list may be captioned, ‘Claims for 
which drafts have been drawn but 
which had not been presented for pay- 
ment December 31st.’ 


Extension Fund. 


“The money expended under this ac- 
count is paid by draft by the Supreme 





Keeper of Records upon requisitions 
drawn by Herbert McKenney, Chair- 
man of the Board of Trustees, pay- 
able to Joseph P. Burlingame, Supreme 
Commander, who has the exclusive 
control over the expenditure of the 
fund. The total amounts expended on 
this account from 1918 to 1920, inclu- 
sive, are as follows: 


$19,170.05 
21,673.82 
24,151.60 


$64,995.47 
“Checks for these expenditures were 
filed with the examiners and checked 
with the books of the Supreme Com- 
mander. The receipted vouchers are 
said to be on file with the Chairman 


of the Board of Trustees at Portland, 
Maine. 


“The larger portion of these ex- 
penses are for salaries and the bal- 
ance for bonuses in procuring new 
members. In some instances, the 
money is paid to the persons render- 
ing the services through other parties 
instead of being disbursed directly by 
the Supreme Commander to those en- 
titled to receive it. 

“The total new members admitted 
into the Order in 1919 were 1,477, 
while the new members admitted in 
1920 amounted to 1,611. It is not be- 
lieved that the results obtained justi- 
fied the expenditure of the amounts 
herein shown and inasmuch as the 


amount expended in obtaining new 
business. 


Total for the 3 years. 


Valuation Exhibit. 


“The certificates were valued by the 
Actuary for the.Massuchusetts Insur- 
ance Department. The actual and con- 
tingent assets and liabilities as shown 
by this report are as follows: 


Assets. 


“Present mid-year value of 
net contributions: 
20. Class A 
21. Class B 
22. Class C 


future 


$5,613,130.00 
96,700.00 


263,765.00 


Total value of future net 
contributions 

. Admitted assets 
$12,423.06 general or ex- 
pense funds 


Liabilities. 


2j. Present mid-year value of prom- 
ised benefits: 

28. Class 

29. Class 

30. Class 

31. Class 


Total mid-year value of 
promised benefits ....$7,161,203.00 

32. Accrued liabilities, less 

$1,509.98 expense fund 


liabilities 42,323.22 


oe 


Se ee ere $7,203,526.22 
Assets (item 26) to liabili- 
ties (item 36) per cent.. 


(Continued on next page) 
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UNITED ORDER OF THE GOLDEN 
CROSS, KNOXVILLE, TENN.—(Con.) 


Principal Office. 


“The fraternal laws of both Massa- 
chusetts and Tennessee provide that the 
principal office of all domestic fra- 
ternal societies shall be located in the 
State under which laws it is organized. 
The evident intent of the Legislature 
in making this requirement was to 
keep the books of original entry and 
records under the jurisdiction of the 
Insurance Commissioner so that they 
could be audited more readily and at 
the least expense. As the business 
is now conducted there is a hiatus be- 
tween the business of the Supreme 
Keeper of Records and the business 
of the Supreme Treasurer. As it now 
stands no examination is complete 
without it includes both offices and 
then there is no way to reconcile the 
two without having the books of each 
office at the same time. 


Actuarial Recommendations. 

“Compared with other inadequate 
rate societies in Massachusetts on a 
ratio of solvency basis, this society is 
among the first, averaging approxi- 
mately 85 per cent over a period cover- 
ing the last five years. This figure is 
on the gross basis, the only practical 
one because of the fact that the larger 
part of the society’s business is in 
Class A, which provides for a step rate 
to age 71, and a level rate thereafter. 
Notwithstanding this fact, it is the 
opinion of the Actuary of the Massa- 
chusetts Insurance Department, who 
valued the certificates from data com- 
piled and furnished him by your exam- 
iners that the adoption of the follow- 
ing recommendations as to rate and 
old age options would strengthen the 
Society materially and equalize not 
only the value of the options, but also 
the assessment burden. 

“1. That the present method of allo- 
cating and applying the income from 
assessments be abandoned, and that 
the expense fund be derived from sep- 
arate assessments for that purpose. 


Such action would necessitate a read-, 


justment of rates. 


“2. That present rates be revised and 
placed on an adequate basis through- 
out, the N. F. C. 4 per cent net rates 
being used as a standard, with a prop- 
er adjustment to care for recommen- 
dation 1. 

“Present ,Class A rates have been 
computed on a distribution of cost sys- 
tem, which overcharges all along the 
line, with a resultant deficiency in the 
level rate premium at age 71. The jus- 
tification of this method lies in the fact 
that the earning powers of the ordi- 
nary member are at their maximum in 
his younger years, and waning as he 
approaches age 71. Consequently, dur- 
ing these younger years the member is 
better able to bear a heavier assess- 
ment to relieve his payments when he 
reached the level rate age. Assuming 
that every member lived to age 71 to 
enjoy the benefits of the reduced rate, 
this method would be entirely equi- 
table. Unfortunately, a large propor- 


tion die before attaining this age, and 








are consequently charged for an equity 
which they do not receive and others 
enjoy. Therefore, the pure step rate 
plan to age 71, which charges the true 
cost at the various ages, with an ade- 
quate level premium at age 71, seems 
the far preferable method to employ. 

“The present Class B rates are ade- 
quate through age 50 and inadequate 
thereafter. Here, as in Class A, the 
younger members are overcharged to 
meet the deficiency of the older rates, 
but, unlike Class A, the rates are level, 
with no chance at all of securing the 
benefit of the deficient rates. Revised 
rates in Class B should be made retro- 
active to affect all members. 

“A test of Class C rates shows them 
to be fully adequate at all ages, but 
with a tendency to be excessive at the 
older ages. 

“3. That Old Age options offered to 
Class C members be equalized. The 
actual cash values of the four options 
guaranteed are as follows: 


Ra WUMNMNO? "ais oGle. tee peas wa teld $700.00 
Paid-up value of Whole Life An- 
nuity of $100 ..... enix tt ie! aad 718.28 


Cash value of Whole Life An- 

a ge A oe, eres 732.48 
Cash value of 10 Annuities Cer- 

tain of $100 843.50 

“It is at once evident that the mem- 
ber who selects the cash guarantee of 
$700.00 is suffering a monetary loss, as 
compared with the member who selects 
the annuity certain feature. Although 
the argument may be advanced that 
the first member is getting more near- 
ly what his premium paid for, it 
should be remembered that the latter 
is securing an excess guarantee not 
covered by the premium. The by-laws 
make no mention as to the relative 
value of the four options offered. Con- 
sequently, the only fair and equitable 
thing to do is to equalize the value of 
benefits. It would seem that the true 
value to use as a base should be the 
value of the paid-up insurance option.” 


WESTERN NATIONAL LIFE INSUR- 
ANCE CO., CHEYENNE, WYO. 


Report of Examination Reviewed. 

This company was examined by the 
Insurance Department of Wyoming and 
Colorado as of March 31, 1920. 

The report, dated May 1, includes a 
verification of the company’s state- 
ment for the year 1920, and gives the 
company $3,066.81 more surplus as of 
December 31, 1920, than it claimed. 

The financial statement of the com- 
pany ascertained by the examiners as 
of March 31, 1921, and the income and 


disbursements for the first three 
months of this year, in brief, is: 

New premiums (3 months)... $18,500 
Total premiums (3 months).. 55,074 
Total income (3 months).... 67,861 
Paid for losses ¢3 months)... 12,854 
Total disburs’mts (3 months) 62,941 
Admitted assets ........ eoee 832,983 
EGE FOROTVE. cc ccciicciecs eoeeee 249,708 
Capital .wacsss edie Fated cocee 225,000 
DUCRIS. = see ws sie. wiwadrin, jeape 11,026 
Insurance in force.......... 9,733,985 


! 





Extracts From Examiner’s Comment, 
Policy Claims, Ratings and Loss 























Experience 
“The death rate of the company, ac. 
cording to the annual reports to the 
Insurance Department for the past six 
years, has been as follows: 
Ratio of actual 


Year to expected mortality 
i i eee wae 74.4 per cent 
SED, Srevcteece  \asewenibwes 
DEER, dterex ecm 27.9 per cent 
RONG oeveceevns 135.0 per cent 
BOED vceveccacs 50.6 per cent 
BOE 6 aw ticn bees 47.5 per cent 


1921 (3 months) 55.2 per cent 
“It is evident from the above that 
the mortality experience of the com. 
pany has been generally favorable. 
The large increase in 1918 was due to 
the influenza epidemic. 


“A careful examination of proofs of 
death filed with claims incurred during 
1919, 1920 and 1921 indicates that care 
has been taken in the selections of 
risks, and the claims have been paid 
promptly on completion of proofs of 
death. We do not find that there are 
any claims now outstanding that are 
contested. But one claim amounting to 
$1,000 remains unpaid March 31, 1921, 
and this is awaiting advice as to the 
proper beneficiary. 

“The company uses the rating for oc- 
cupational and other extra hazards 
recommended by the American Life 
Convention. Inspection reports are 
obtained in all cases. Some sub-stand- 
ard business has been accepted and the 
full amount re-insured in other com- 


panies. We recommend that the ac- 
ceptance of these risks be _ discon- 
tinued. 


Re-Insurance of Colorado Life Risks. 


“On February 17, 1921, the Western 
National Life Insurance Co. entered in- 
to an agreement with the Colorado Life 
Insurance Company of Denver, Colorado, 
for the assumption of all of its insur- 
ance risks. This agreement was duly 
approved by the Insurance Commission- 
ers of the States of Wyoming and Col- 
orado, a copy of said agreement being 
on file in the Insurance Departments 
of those states. Under the above 
agreement the Western National Life 
Insurance Company took over a gross 
amount of insurance of $1,285,300. Of 
this amount the Western National Life 
was already carrying for the Colorado 
Life, as re-insurance, a gross amount 
of $516,500. All of this business was 
new, being on the average something 
less than six months old. After ad- 
justment of re-insurance and other ac- 
counts, which adjustment has been 
verified by your examiners, there was 
found to be due the Western National 
Life a balance of $1,583.42, to cover the 
reserve on Colorado Life Policies, and 
this amount was credited on the books 
of the Western National Life on March 
11, 1921. The Colorado Life had, at 
the time of this re-insurance an 
amount of $5,000 in U. S. Liberty Bonds 
(par value) on deposit in the Colorado 
Insurance Department to cover the re- 
serve on its policies, in accordance with 
the laws of that state. On April 20, 
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1921, credit was entered on the books 
of the Western National Life for the 

‘amount of this deposit and that com- 
pany is now, therefor, indebted to the 
Colorado Life for an amount equal to 
the difference between the amount now 
on deposit in the Colorado Insurance 
Department and $1,583.42, or $3,416.58, 
and has set aside from its surplus this 
amount as a liability. It is stated 
that settlement of the said account 
will be made with the Colorado Life at 
an early date. 


Re-Insurance of Excess Risks. 
“The company has a large amount of 
re-insurance of excess risks placed in 
responsible companies, the total on 
March 31, 1921, being $1,877,633. It 
has accepted risks on individual lives 
for amounts in some cases as high as 
$100,000, its net limit on a single life 
being $5,000. While your examiners 
recognize the fact that the acceptance 
of these large risks has some adver- 
tising value, the large amount of re- 
insurance’ made necessary thereby in- 
volves a continued additional expense 
after the first year, and we believe for 
this reason that the Company should 
confine the gross amount issued on a 
single life to $30,000. The following is 
alist of the companies which are now 
carrying re-insurance for the Western 
National Life: 

American Central Life Insurance Co., 
Indianapolis. 

Metropolitan Life Insurance Co., New 
York. 

Travelers’ Insurance Co., Hartford. 
Capital Life Insurance Co., Denver. 
International Life Insurance Co., St. 
Louis. 

Missouri State Life Insurance Co., 
Kansas City. 

Great Southern Life Insurance Co., 
Houston, Texas. 

Lincoln National Life Insurance Co., 
Fort Wayne. 

Re-Insurance Life Co., Des Moines. 


“All af the above companies are, we 
understand, with the exception of the 
Great Southern Life Insurance Co., 
now licensed to do business in the 
State of Colorado, and the latter com- 
pany carries no re-insurance on Colo- 
rado business for the Western National 
Life. . 

“The laws of Wyoming permit re- 
insurance of excess risks in any com- 
pany authorized to do business in any 
state of the Union. 

“The company also re-insures its ex- 
cess total disability and double indem- 
nity benefits in companies included in 
the above list. = 


Western Holding Company Contract. 

“On January 4, 1921, the Western Na- 
tional Life Insurance Company, at a 
meeting of its executive committee, 
ratified and approved a contract be- 
tween that company and the Western 
Holding Company, which contract is 
dated December 31, 1920, and is entered 
in full on the minutes of the said meet- 
ing of the executive committee of the 
company. Under this agreement the 
Western National Life Insurance Com- 
pany acknowledges a total obligation 


$31,677.99 on account of the assumption 
and purchase of agents’ debit balances 
due the Western National Life Insur- 
ance Company by the Western Holding 
Company covering a period of several 
years, the said agent’s balances being 
assets, not admitted by the Insurance 
Departments. Your examiners have 
made a careful examination of the 
books of the Western National Life In- 
surance Company and the officers of 
the Western Holding Company have 
exhibited the ledger accounts and other 
records of the company containing the 
items of payments aggregating the 
said contract amount of $31,677.99, thus 
clearly establishing the said obliga- 
tion. Under the agreement referred to, 
the Western Holding Company is to re- 
ceive, in liquidation of such obligation 
2 per cent of the renewal premiums 
which shall be collected in cash by the 
Western National Life Insurance Com- 
pany on all of its policies, for a period 
not to exceed fifteen years. It is fur- 
ther stipulated in the agreement that 
the Western Holding Company is to 
receive no payments unless and until 
such renewal premiums shall have 
been paid in cash, and that no further 
payments shall be made to the West- 
ern Holding Company when the aggre- 
gate of such payments shall reach the 
sum specified in the contract, with 8 
per cent interest on the balance out- 
standing. 

“It is considered by your examiners 
that the obligation incurred by this 
contract, being contingent on the pay- 
ment of cash renewal premiums, is 
identical with a contract for the pay- 
ment of renewal commissions to an 
agent, and that the amount of said 
obligation should not be included in 
the list of liabilities of the Western 
National Life Insurance Company. 

“Speaking generally, we wish to 
say, after a thorough investigation, 
during which all information asked for 
was cheerfully furnished to us by the 
officers of both companies, that their 
relations and the transactions be- 
tween them appear to have been 
equitable and to the interests of both 
companies, The Western Holding 
Company was, according to the records 
examined, originally organized for the 
purpose of acquiring control and own- 
ership of the capital stock of the West- 
ern National Life Insurance Company 
and the two companies are and have 
been closely affiliated, President Ken- 
dall being president of both companies 
and the owner of a majority of the 
stock of the Western Holding Com- 
pany, and also the owner of record of 
a majority of stock of the Western Na- 
tional Life Insurance Company. 

Surplus Changes. 
The changes and revisions of the 
statement for 1920 resulted in an in- 
crease in net surplus of $3,066.81, the 

corrected surplus December 31, 1920, 
being $21,126.19. The net surplus 
March 31, 1921, we found to be $11,- 
025.81, or a decrease over the true sur- 
plus of 1920 of $10,100.38. This de- 


crease was due principally to the in- 
crease in agent's debit balances and 
the increase in the salary item, else- 





to the Western Holding Company, of 





Home Office Salaries. 

“The amount of official and clerical 
salaries paid during the first three 
months of 1921 represent a total for 
the current year of $47,420. This has 
been recently decreased, by the resig- 
nation of the assistant secretary to 
$45,140. The latter amount shows an 
increase over the previous year of $13,- 
516.76. We believe that material re- 
trencement can be and should be made 
in this item in view of the necessary 
increase in other expenses and the de- 
crease in net surplus. It should be un- 
derstood, in this connection, that the 
official salaries paid were very mod- 
erate during the earlier years of the 
present management, and it should 
also be stated that it appears, from the 
minutes of the board of directors, 
April 12, 1919, President Kendall de- 
clined an increase in salary voted to 
him by the board. It should also be 
understood that it is extremely difficult 
to obtain and retain clerical help in 
Cheyenne, and that this fact makes 
necessary the payment of increased 
compensation. Notwithstanding these 
circumstances, and while the difficul- 
ties should be appreciated, we feel im- 
pelled to say that we consider early 
action toward the retrenchment rec- 
ommended be taken by the manage- 
ment of the company. 


Reserve Valuation. 


“A complete reserve valuation of all 
of the company’s policies was made as 
of March 31, 1921, on the standards on 
which the surrender value guarantees 
are based. All of the reserves carried 
by the company are on the full pre- 
liminary term plan, American Expe- 
rience Table of Mortality, the earlier 
issues being at 3% per cent, and the 
later issues 4 per cent interest. One 
20 premium life policy is valued as a 
two-year preliminary term. Am. Exp., 
4 per cent, and carries corresponding 
surrender values. The endowments 
maturing at ages 65 and 70, and one 
low-rate (Commercial) ordinary life 
policy are valued on the 4 per cent 
basis. 

The reserve was calculated and tab- 
ulated by the seriatim method from the 
actuarial cards, these being arranged 
by years of issue, kind of policy and 
age issue. The amounts of insurance 
were listed with the reserve and bal- 
anced with the amount shown by the 
summation record, to be in force 
March 31, 1921. All policies dated prior 
to April 1, 1921, were valued as of De- 
cember 31, 1921, and all policies dated 
after March 31, 1921, were valued as of 
December 31, 1920. 

Reserves on re-insurance policies 
were ascertained from the reinsurance 
ecard record and credit given on the 
basis of the form of policy issued by 
the reinsurance company. 

While the standards of reserves in 
use by the company are (with one ex- 
ception relating to the laws of Colo- 
rado) not lower than the present min- 
imum required by the laws of Wyo- 
ming and Colorado. It is strongly rec- 
ommended by your examiners that the 
company increase its standard of re- 
serves to that now in use by nearly all 





where mentioned. 


(Continued on next page) 
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WESTERN NATIONAL LIFE INSUR- | than the Illinois. The coupon policies miums for these benefits after dedy 
ANCE CO., CHEYENNE, WY0O.—(Con.) now in force are valued on the same tion of reinsurance premiums. 
of the Western and Southern com- reserve basis as the regular forms of c 

: onclusion., 
panies, which is commonly known as | Policies without coupon reductions. $ 
the “Illinois” standard, which allows | While the issuance of coupon policies = a See eae Se 
full one-year preliminary term on or- | has been discontinued, it is recom- | We consider the condition of the com, 
dinary life and 20 payment life poli- | ™Mended that if they shall again be is- | pany to be fundamentally sound, j 
cies and a reasonable modification of sued by the company, the reserves and permanent investments are of excellen 
the one-year preliminary term net pre- surrender values be increased in ac- quality and remunerative, and refle 
miums and reserves on higher pre- cordance with the recognized actuarial credit upon the cfficers and directors! 
mium forms, based on the 20 payment principle that any, guaranteed decrease They are evidently disposed to we. 
life policy, American Experience Table | im Sross premiums must be followed by come practical suggestions for furthe 
of Mortality, and 3% per cent interest. a corresponding decrease in net pre- improvement and development. We 
This change would work no hardship miums, resulting in a higher reserve believe that they should and will re. 
on the company, and would permit its and one adequate surrender value ceive the hearty support of the com. = 
admission into nearly every state in equities. munities in which the company is do = 
the Union. Since there are now but Extra reserves on disability and ad- ing business in any efforts they have V 
two states, New York and Massachu- ditional death benefits were taken at made, and will make, to insure its con. = 








setts, which require a higher standard 





one-half of the gross annual extra pre- tinued stability and growth.” 
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A subscriber to this service is entitled to 
(a) BEST’S LIFE INSURANCE REPORTS (annual volume). 
(b) BEST’S ANALYSES (annual volume). 

(c) BEST’S INSURANCE NEWS (Life Edition), issued monthly. 


(d) SPECIAL INFORMATION ON REQUEST, concerning life insurance matters. No charge 
unless a special investigation is necessary. 


(e) SPECIAL CONFIDENTIAL REPORTS upon request; unlimited service. 


— oe = eet 












The publications “a,” “b” and “c” are important in themselves and self-explanatory, as will be 
evidenced by even a cursory glance or investigation. The “News” is progressively indexed so that from 
the index in the last paper it will be very easy to find all articles published on legal reserve companies, 
fraternal societies and assessment associations since the publication of the annual volume “a” and “b.” 
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To obtain the full value of the service, the benefits designated “d” and “e” should be availed of, as 
through them the agent can be kept fully up to date regarding all pertinent matters. In a word, all the 
vital features of all companies, fraternal societies and assessment associations. 





One of the objects of our reporting service is to save the agents’ time. Ask us what you want to 
know. 


If you have not this complete service, write to 








Alfred M. Best Company, Incorporated 


75 FULTON STREET, NEW YORK, N. Y. 


